
Request approval and delegation of authority to the Director of Health 
Services, or his designee, to execute agreements with the California 
Department of Health Care Services to make intergovernmental transfers, 
after approval of an appropriation adjustment, and to execute amendments to 
existing agreements with the Local Initiative Health Authority for Los Angeles 
County and Health Net of California related to supplemental managed care 
payments to the Department of Health Services for individuals enrolled in the 
Medi-Cal managed care program.

SUBJECT

April 16, 2013

The Honorable Board of Supervisors
County of Los Angeles
383 Kenneth Hahn Hall of Administration
500 West Temple Street 
Los Angeles, California 90012
 
Dear Supervisors:

REQUEST FOR DELEGATED AUTHORITY TO EXECUTE AGREEMENTS 
AND AMENDMENTS RELATED TO SUPPLEMENTAL MEDI-CAL 

MANAGED CARE PAYMENTS AND APPROVAL OF AN APPROPRATION 
ADJUSTMENT FOR THE INTERGOVERNMENTAL TRANSFERS

(ALL SUPERVISORIAL DISTRICTS
(4 VOTES) 

IT IS RECOMMENDED THAT THE BOARD:

1.  Delegate authority to the Director of Health Services (Director), or his 
designee, to make intergovernmental transfers (IGTs) to the California 
Department of Health Care Services (DHCS) and to execute related 
agreements, in the general form and format of Exhibit I, to provide the 
nonfederal share of supplemental Medi-Cal Base Rate Increase Payments to 
the Department of Health Services (DHS) by the Local Initiative Health 
Authority for Los Angeles County (L.A. Care) and Health Net of California 
(Health Net).  The total amount shall not exceed $200.0 million, for the 
combined periods of July 1, 2011 through September 30, 2012 and October 1, 

ctalamantes
New Stamp

ctalamantes
Typewritten Text

ctalamantes
Typewritten Text
14	April 16, 2013



2012 through September 30, 2013.

2.  Delegate authority to the Director, or his designee, to execute amendments 
to existing agreements related to Medi-Cal managed care with L.A. Care and 
Health Net, similar to Exhibits II and III, respectively, under which those 
organizations will pay DHS Seniors and Persons with Disabilities (SPD) Base 
Rate Increase Payments for the combined periods of July 1, 2011 through 
September 30, 2012 and October 1, 2012 through September 30, 2013.

3.  Approve a Fiscal Year 2012-13 appropriation adjustment for DHS to 
increase appropriation authority for the IGTs to DHCS of $178.0 million, as 
authorized under Welfare and Institutions Code Section 14182.15, fully offset 
with additional SPD Base Rate Increase Payments.

PURPOSE/JUSTIFICATION OF RECOMMENDED ACTION

Approval of the first two recommendations will allow the Director, or his designee, to enter into the 
necessary agreements with DHCS, allowing DHS to forward IGTs to DHCS to provide the non-
federal share of the SPD Medi-Cal Managed Care Rate (MMCR) payments to L.A. Care and Health 
Net, and also to amend existing agreements with L.A. Care and Health Net to pass the payments 
they receive on to DHS (known as SPD Base Rate Increase Payments).  They are specifically 
authorized by the statute at Welfare & Institutions Codes section 14182.15.  In order to comply with 
the State's requirements, the four IGT agreements (two for the service period July 1, 2011 to 
September 30, 2012, and two for the service period October 1, 2012 through September 30, 2013) 
will have retroactive effective dates so that they begin at the start of the service period.   

Approval of the third recommendation will allow DHS to have sufficient appropriation authority to 
transfer the necessary IGTs to DHCS for the nonfederal share of SPD MMCR payments.

Implementation of Strategic Plan Goals

The recommended actions support Goal 2, Fiscal Sustainability, of the County’s Strategic Plan.  

FISCAL IMPACT/FINANCING

Approval of the recommended actions will permit DHS to make several separate IGTs to DHCS in a 
total amount not to exceed $200.0 million for the nonfederal share of the SPD MMCR payments and 
receive back SPD Base Rate Increase Payments in a total amount not to exceed $500.0 million from 
L.A. Care and Health Net.  The SPD Base Rate Increase Payments must be used by DHS facilities 
to pay for health care services either in the year received or in future years; such payments may not 
be distributed to the County’s general fund or used by other County entities.

At the end of Fiscal Year (FY) 2011-12, DHS set aside $22.0 million in anticipation of these IGTs, 
prior to knowing the final value of the IGTs. The $178.0 million appropriation adjustment will provide 
the necessary incremental appropriation authority to fund the revised IGT amounts for the periods 
July 1, 2011 through September 30, 2012 and October 1, 2012 through September 30, 2013.

These IGT payments to the State are necessary to implement the transition of the Medi-Cal Seniors 
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and Persons with Disabilities population from a fee-for-service (FFS) payment methodology to a 
managed care payment methodology.  Accordingly, these IGT transactions represent the revenue 
shift from FFS to managed care and do not result in an overall increase in revenue to the 
Department.

FACTS AND PROVISIONS/LEGAL REQUIREMENTS

State law, Section 14182.15 of the Welfare and Institutions Code, authorizes public entities to 
transfer federally matchable funds to the State to be used solely as the nonfederal share of 
supplemental payments to managed care health plans for the provision of services to Medi-Cal 
beneficiaries.  Through these supplemental funds, this law enables health plans, such as L.A. Care 
and Health Net, to compensate designated public hospitals, such as DHS hospitals and DHS 
freestanding clinics, in an amount sufficient to preserve and strengthen the availability and quality of 
services provided by public hospital systems.  The IGT agreements with DHCS will require DHS to 
certify that the transferred funds qualify for federal financial participation and are not from 
impermissible sources, and the agreements with the health plans will require that the SPD Base 
Rate Increase Payments be retained by DHS and used for the provision of health care services. 

Since 2008, the Board has authorized DHS to execute similar agreements with DHCS and with L.A. 
Care and Health Net, although they had different statutory bases.

DHCS has imposed a short time frame for the completion of the payments, as some payments relate 
to services that were provided beginning July 1, 2011.  To meet that time frame and to expedite 
receipt of these SPD Base Rate Increase Payments, DHS is requesting a delegation of authority 
from the Board to execute the DHCS and health plan agreements. 

The Centers for Medicare and Medicaid Services (CMS) must approve all Medi-Cal managed care 
rate increases.   If CMS requires material changes to the aforementioned agreements and 
amendments, the Department will return to the Board to request a revised delegation of authority.  
Otherwise, we will notify the Board once the agreements are executed.

CONTRACTING PROCESS

Advertising on the County’s Online Website is not applicable.

IMPACT ON CURRENT SERVICES (OR PROJECTS)

There is no impact on current services as a result of this authorization.
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Respectfully submitted,

Mitchell H. Katz, M.D.

Director

Enclosures

Chief Executive Office
County Counsel
Executive Office, Board of Supervisors
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